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FENWicK  a  West 

tMO  (UbS  AkTO  SQUA^e 


t0IO  N  3TBIBCT  NOBTHWKftT 

«uiTe  ABO 


To  Distribution  List 


March  6, 1995 


Re:  AQMWAIg 


At  the  request  of  Miles  GUbume,  attached  is  a  revised,  red-lined  Letter  of  Intent  in 
connection  with  the  proposed  acquisition  ofWAIS.  The  Letter  is  dated  Wednesday,  March  8, 
1995.  If  the  attached  is  acceptable,  we  will  distribute  an  execution  copy  of  thi.<i  Letter  of  Intent, 
as  well  as  the  Nondisclosure  Agreement  and  bridge  loan  documents,  for  execution  by  all  parties. 

On  Tuesday,  I  will  be  out  at  a  meeting  all  day  and  unable  to  aeces.*}  voiuemail.  In 
my  absence,  please  contact  Harry  Boadwee  of  this  office  with  any  comments  to  the  attached. 


B&st  regards. 


Mark  C.  Stevens 


MCS/slr 
Enclosure 

cc:     Harry  Boadwee,  Esq, 


 RI/'S  • 
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Brewster  Kahle 

c/o  Christopher  J.  Younger,  Esq. 

(413)493-6811 

Allen  Morgan 

Guest  at  Phoenix  Ritz  Carlton 
(602)  468-9883 

Christopher  Younger,  Esq, 
Wilson  Sonsini  Goodrich  Sc  RosaM 
(415)493-6811 

David  Cole 
America  Online,  Iw. 
(703)  506-1942 

Bill  Dunn 

Guest  at  The  Biltmorc  Hotel 

(602)  381-7600 

Miles  Gilbume 

Guest  at  The  Biltmorc  Hotel 

(602)  381-7600 

EUen  Kifsh 
America  Oo-Line 
(703)  506-1942 

Lennert  Leader 
America  On-Linc,,  Inc. 
(703)  506-1942 


iyfi49.00106/|8«ll«.l 
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Letter  of  Intent 


America  Online,  Inc..  a  Delaware  corporatLon  ("AQL")  and  Wide  Area 
information  Servers,  Ino.  a  Califomi.  corporation  rWAIS^  J-f|X^wh^^^^ 
present  intention  to  enter  into  an  agreement  regarding  a  merger  of  WAlS  with  a  whoUy- 
owned  subsidiary  of  AOL  upon  the  following  principal  terms  and  conditions. 

1.       sixrt^tnret  TititinE.  WAIS  will  merge  with  AOL's  whoUy-owned 
subsidiary  pursuant  to  a  mutually  agreed  upon  Agreement  and  Plan  of  Reorganization 

(tie  AgmfimEHt").  WAIS  wiU  be  the  ^^.^oof  rlt^^^^^ 
Agreement  is  scheduled  for  the  week  of  March  20, 1995.  The  transaction  be 
accounted  for  by  the  pooling  of  interests  method  of  accounting  J^C^  tr^^y  LW?m 
«  ^„^|H.n  in  f  e  do«in.    the  tran^acfiOii.  -nie  merger  will  be  structured  to  be  tax- 
^SEr  SecHon  368(a)(2)(E)  of  the  totcmai  Revenue  Code. 

2       rn?t\  frf  Kf^lgftr;  rff»tv*>«tftn  RatiQ.  WAIS  cuffently  has 
7.525.000  shares  of  Common  Stock  outstanding,  and  594;^  shares  of  Common 

Stock  issuable  pursuant  to  optjoas  that  will  be  vested  on  or  pncr  to  March  31  1995,  of 

^^1tA%  in  outstanding  shares  and       2M^    '^''^^^  ^P*^^/''' 
issue  fjSSSMM  ntnnber  of  shares  of  AOL  Common  Stock  .^hkLuiuld 

sh^Xsiiremrnfor^  outstanding  shares  of  WAIS  Common  Stock  (with  the 
rmkW  of  shares  of  AOL  Common  Stock  to  be  issued  in  conHerauon  WAIS 
Comraon  Stock  to  be  referred  to  as  the  "AQL  ggsinsiltoiis");  ^mpf^m 

^^^^^^^^^^^^^^^ 

^^^^^^^^^^^P^^^^^in 
T«r^*JtarSreaeS^  w*^t)e  divided  among  WAIS  shareholders  in 

gl^pS  Sle  cTSnSare  equivalents  of  their  hol^mg..  ^nr-  t.adj^s.jnt 
will  be  made  to  the  AOL  Closing  Shares    the  event «iy  r  ^^c.  -  ^ 

Stock  dividend  or    .lilai' change^- AOL  -utewi^-^ng  stock'  ui        ^.to'  ,4. 
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P. 4 


fatabiy-9»4feaHfaerA^7^ming'-^  die?  A£Hir€toi!smfy^^  Asll  gemaiii 

T^Qb  doBm  Pt'^titi    gitatefthaa  the  AOL--itefefefteHMe^f  felfl^i>§4^Q^ 
fe€«rogomg;-i^^the  AOL  ClosiarPHCg'-'^fl'toas'^^w-^^^^ 

4  ^     Treatment  of  QptiQitfi.  WAIS  options  wiU  be  converted  into  AOL  options  for 
corresponding  AOL  Common  Stock,  with  the  number  of  shares  and  exercise  price 
proportiondly  adjusted  to  ^ve  effect  the  conversion  formula  described  above.  There  are 
currently  1,890,000 1.^.000  options  outstanding,  and  WAIS  understands  that  any 
additional  options  to  purchase  WAIS  Common  Stock  will  be  canceled  at  the  closing  and 
ittplaced  by  the  options  described  under  "Grant  of  Stock  Options  at  Closing"  below. 
Continuous  employment  with  WAIS  will  be  credited  to  an  optionee  for  the  purposes  of 
determining  the  number  of  shares  subject  to  exercise  after  the  merger.  Hie  term, 
exercisability,  vesting  schedule  and  all  other  terms  of  the  options  will  remain  otherwise 
unchanged.  That  is,  no  options  will  be  accelerated  solely  as  a  result  of  the  merger.  AOL 
will  cause  the  shares  of  Common  Stock  issuable  upon  exercise  of  assumed  options  to  be 
registered  with  the  SEC  On  Form  S-8,  such  that  such  shares  wiU  be  freely  U'^daabhi 
tradable,  subject  to  the  volume  and  manner  of  sale  restrictions  imposed  by  Rule  144  on 
affiliates  of  AOL. 


employed  by  AOL  after  the  merger  will  become  eligible  (within  a  reasonable  period  after 
the  closing  of  the  merger)  to  participate  in  the  same  employee  benefit  plans  as  are 
generally  available  to  sitnilarly  situated  employees  of  AOL. 

€  |,     Grant  df  Stock  Options  at  Closing.  Upon  closing  of  the  merger,  the 
following  options  to  purchase  AOL  Common  Stock  will  be  granted  under  AOL's  standard 

^or priori^  %  flltwlii^ DateV  in  each  ease  with  an  exercise  price  equal  to  the  closing 
price  of  AOL  Common  Stock  on  the  trading  day  immediately  prior  to  ctesiaf  fra-Closins 


(i)  ^'I'-mm  K'^hTft  Qptipff-  Mr,  Kahle  wlU  receive  an  option  to  purchase  shares 

with  an  aggregate  exercise  price  of  $3,500,000.  Such  option  will  vest  as 
to  1/2  of  the  sharf-s  on  the  second  anniversary  of  the  closing  date,  with  an 
additional  1/4  of  the  shares  vesting  on  the  third  and  fourth  anniversaries  of 
the  closing  date. 

(ii)  Options  for  Current  Eynployees.  Options  to  purchase  shales  with  m 

aggregate  exercise  price  of  $2,500,000  will  be  granted  to  ether  employees 


UBenefiasA  Employees  of  WAIS  who  become 
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Of  WAIS  who  are  employed  as  of  the  date  hereof  and  who  remain 
employed  at  the  closing  date.  Such  optiotis  will  have  standard,  ratable  4 
year  vesting,  with  the  first  vesting  date  at  the  first  annivemiy  of  the 
closing  date.  The  allocation  of  these  options  will  be  specified  by  Mr 
KMe  in  the  Agreement  and  will  be  subject  to  the  reasonable  approval  of 
AOL, 

C"^)  .Oprio^^  for  N^iy  ^mployggg.  Options  to  purchase  shares*  with  an  aggregate 
eitercise  price  of  up  to  $2,000,000  will  be  granted  to  other  employees  of 
WAIS  who  are  hired  after  the  date  hereof  and  who  are  t mployed  at  the 
closing  date.  Such  options  will  have  standard,  ratable  4  year  vesting.  The 
aUocation  of  these  options  will  be  specified  by  Mr.  Kahle  from  time  to 
time  pnor  to  closing  and  will  be  subject  to  the  reasonable  approval  of 
AOL, 

,   ^fi-    ^a^ltm^SjoqAgeilllialS.  Mr.  Kahle  and  other  mutually  agreed  key 
employees  to  be  identified  in  the  Agreemenl^^^  wiU  be  requested  to  execute 
noncompete/  nonsoUcitation  agreements  with  a  term  equal  to  the  longer  of  2  years  item 
closing  and  1  year  after  termination  of  employment  (but  in  no  event  longer  than  3  years 
from  dosing).  No  separate  consideration  will  be  paid  for  the  entry  into  such  agreements, 
other  than  the  issuance  of  shares  and/or  the  assumption  of  options  in  the  merger. 

.      ,®  2.    g^aiM^jyXomptiai^ce;  Resale  Restri^'m  AOL  will  issue  the 
shaa-es  m  the  merger  pursuant  to  the  "private  placement"  exemption  from  reiistration 
under  the  Securities  Act  of  1933.  and  the  shares  received  by  WAIS  shareholders  in  the 
merger  will  therefore  be  restricted  securities  within  the  meaning  of  Rule  144  and  will  not 
be  eligible  for  resale  under  Rule  144  for  a  period  of  two  years  following  the  merger 
AOL  willgrantthc  fonner  WAIS  shareholders  piggyback  registration  rights  on  any  public 

mm^s  m^\fm  WiOOOiOgP mhe  twelt-e  months  fnllowtng  >he  CloMng  Dnte  Hie 
po^rS  require  that  therebe  no  sSfs  by  ^mJmSofmXm 
AOL  stock  issued  in  exchange  therefor  for  the  period  commencing  30  days  prior  to 
consummation  of  the  merger  and  ending  at  such  time  as  financial  statements  covftrine  30 
days  of  combined  operations  of  the  two  compauies  are  publicly  released  (this  is  the 
poolmg  lock  up  period").  WAIS  affiliates  will  be  required  to  acknowledge  and  agree  in 
wntmg  to  the  foregomg  resale  restrictions.  AOL  affiliates  will  be  subject  to  simiS- 
restrictions. 

ttlT  ^Ajiu'T^T  approved  the  execution  of  this  Letter  of 

Intent.  WAIS  shareholder  approval  will  be  required  at  closing,  WAIS  and  WAlS's 

JhTmlLTraSrWAK^^^  f^*^ '°  -Shareholders  ofWAIS  to  approve 

the  merger  and  WAIS's  dtfectois  will  recommend  that  WAIS's  shareholders  approve  the 
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merger.  Mr.  Kuhle  will  agree  to  vote  in  favor  of  the  merger  at  the  time  the  Agreement  i& 
executed. 

I-  &ep»llteilim.LEg.crftffi.  Each  pmy  will  make  cmtomary 
representations  and  warranties  which  will  expire  at  the  terminatioii  of  the  escrow,  below. 
The  Agneement  will  contain  mutual  indemnification  of  each  party  against  breaches  of  the 
other's  representations,  warranties  and  covenants.  An  aggregate  of  10%  of  the  shares 
j  suable  to  "WAlS's  shareholders  attH^ested  optkm-hotdct»  will  be  held  in  escrow  as 
security  for  WAIS's  indemnity  obligations.  There  will  be  no  recoveries  from  escrow  until 
aggregate  claims  exceed  $25,000,  after  which  recovery  will  be  from  the  first  dollar.  The 
escrow  shall  expire  upon  the  earlier  of  twelve  months  after  the  merger  or  upon  release  of 
audited  financial  results  of  the  combined  company. 

■H-  M  Ijue  DiMgence.  AOL  and  its  attorneys  and  accountants  will  have  full 
access  to  the  books  and  records  ofWAIS  from  the  date  hewof  to  complete  a  due  diligence 
investigation  of  WAIS, 

49  U.  aosiiiyi  Coiiditioiis;  Coyenante.  Each  party's  obligations  will  be  subject 
to  customary  closing  conditions,  including  (i)  those  required  to  implement  the  deal  terms 
described  above,  (ii)  approval  of  the  merger  by  100%  of  WAIS's  shares  fliatare 
a>rre»itty.OiHtaaff^»g  anfljipproval  oCil^«*«t  99%  of  WAIS's  sharef  that  are 
putstanding  on  fiiit  Clqgtn^  Date,  and  (iii)  approval  by  the  AOL  Board  of  Directors. 
Closing  will  also  be  conditioned  on  the  absence  of  any  material  adverse  change  in 
WAIS's  assets,  employee  base,  or  business.  Qosing  will  be  scheduled  to  occur  on  or 
about  March  29, 1995.  and  AOL.  WAIS  and  Mr.  Kahle  will  use  diKqe^t  ^ffnrts  in 
do^bvsuchdi^tft  Closing  will  also  be  conditioned  on  satisfactory  completion  of 
AOL's  due  diligence  investigation.  Customary  pre-clasing  covenants  will  be  included  in 
the  Agreement.  Mr.  K^le  will  6xfer|||^.aii  ar^ffllf    concnrirewtlv  with  tY^f. 
exe^tfoa  of  thej^greemenf  ar^^nff  to  y^te  his  shares  in  fayonof  tranjiactj^n. 

No-Shop  Praviston!  Break  Up  Fee.  WAIS  agrees  that,  until  March  29, 
1995  or  the  earlier  mutual  abandonment  of  the  transaction  contemplated  hereby.  WAIS 
and  Mr.  Kahle  will  not,  and  will  not  authorize  any  officer  or  director  of  WAIS  or  any 
other  person  on  its  behalf  to,  solicit,  encourage,  negotiate  or  accept  any  offer  from  any 
party  concerning:  (!)  the  possible  disposition  of  all  or  any  substantial  portion  of  WAIS's 
business,  assets  or  capital  stock  by  merger,  sale  or  any  other  means  or  any  other 
transaction  that  would  involve  a  change  in  control  of  WAIS;  or  (ii)  the  sale  of  any  equity 
or  debt  securities  of  WAIS.  WAIS  will  pi-ompdy  notify  AOL  in  writing  of  any  such 
inquiries  or  proposals.  If  WAIS  merges  with,  or  WAIS  or  its  assets  are  acquired  by,  a 
company  other  than  AOL  or  a  wholly-owned  subsidiary  of  AOL  during  a  period  of  one 
year  after  the  date  hRmnf  faitsfcdk^w  anv  vjisctiiMitm.  flryjjf  diwmssiows  with  fflfA 
£ompany,poncerniny  yudh  acqfligition  at^  during  the  no-shop  period,  WAIS  (or  the 
acquiring  company)  will  intmediatelj  pay  AOL  a^  sum  of  S5.OQ0.OOQ  $3JMffl.0(^^  and 
AOL  will  make  no  other  claims  against  WAIS  or  its  shareholders  regarding  this 
transaction.  WAIS  shall  have  no  obligations  under  this  Section  if  AOL  unilaterally 
decides  not  to  proceed  with  this  transaction  or  causes  it  not  to  occur  (other  than  as  a  result 
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.      4?       trt  cause  a  condition  of  closing 

to  occur)-  The  Agieenjenv  .^Aio^iflo 

AHT  oav  uromptiy  after  closing  up  to  $5ei«e« 

„  ^:  A  Hart'Scott-Rodino  ActfUbg  will  not 

be  reqwited^itb  respect  to  the  transaction. 


p„|uc  of  the  n»80n«»n  Sff'^f^  „       a  joint  press  «tease  upon 

Lh  aisctasure  »  »q»»»0 1*'"' ^"SnS  S  any  oth«  public  rniouflcemcnt  of 
»igring  of  .he  A6'«n,«|L  ™c  P»^„^^£>"^^^^  WAIS        to  .jte  reasonable 

rKo"i^srritrrs:.u.— pro... 

„„.  and  wmnot  ont^r  into  ^jj.^^^  ^  tto™^™^  »  P'-f^^ 

-  •   -  F„m  the  flats  lieiMf  until 
»,m  prasei^and  operate  its  bBsiness m  the  ""^'^  inw  «T>y 

^^^^^OL's  arisen  consent 

.  ThisUtter  of  Intentmay  be  executed  u>eom..«*P«its  and 

provisions  of  Section  »  H  ™s „    w     obUgations  of  the  p«<«  are  sobjeM 

ft«ecuao«  of  ■'t'^^^^Se^vTu*  S«  » 

oorporatc  approvals.  Tli©$>atnss  w 
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the  Agreement  promptty  after  the  date  hereof  and  to  close  the.  'transaction  within  the  time 
period  set  forth  above. 

This  Letter  of  Intent  is  «xecuted  a$  of  the  date  first  set  forth  above. 


AlimMCA  ON  hlNBi  INC.  WIDE  AREA  INFORMATION 

SERVERS^  INC. 


By:  ,       _  By: 


Brewster  Kahle»  individually 


0T/6"d 
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